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Abstract. This study is carried out to identify the main problem dealing with cluster of food SMEs 
in Kota Batu, The Province of East Java, and to determine the alternative of solution. This study uses 
the eight step method (of eight steps) in the quality improvement (also called the PDCA cycle) and the 
method of diagnosis consultant (shindanshi). 
The diagnosis scope of analysis covers(ed): the SWOT analysis, the 5 S's analysis, marketing 
management, operational analysis, production process analysis, layout, quality of product, material 
and purchasing control, finance analysis, problem solution and recommendation. 
The cluster of food SMEs in Kota Batu has the following problems: equipment, layout, marketing, 
raw material, production process, capitalization, quality, distribution, human resources, and packaging. 
Therefore, the suggestions for the improvement are: Helping the SMEs make the financial report 
monthly; socializing the standard quality of process and product based on SNI; socializing the 
management of barcode; evaluating the condition of available layout regarding waste that happened 
and improving it. 
Keywords: one village one product (OVOP), diagnosis consultant (Sindanshi), quality 
improvement. 
1. Introduction 
One village one product (OVOP) approaching is a strategy used to develop and to reinforce the 
potency of an area in producing high quality global class product which uses local resources (area core 
competence based). They must have the following characteristics: culture uniqueness, original 
resources, good quality and appearance, high potential in domestic and or international market, and 
continuously produced. Commodities of small and medium food industry (the food SMEs) in some 
potential areas can be developed as long as they have good potency. The development can be obtained 
by enhancing the resources' skill, support for production tools, assistance, and marketing, thus it is 
expected that the small and average industry can produce high quality product which is available to 
any market either domestic or international market. 
This sector of small and medium food industry is so potential. Based on the Department of 
Industry's file, in 2006 they were able to employ 3.03 million workers. Besides, they also have the big 
market potency. 
With the 230 million populations, Indonesia is high potential market for food industry; the export 
market is also very promising. The total export of small and medium industry could reach US$ 8.61 
billion and the food sector gave approximately US$0.28 billion. 
Yet, there are some obstacles in the development of this industry, particularly in nowadays global 
market. One obstacle is the imported food product with attractive packaging and competitive price. In 
the food sector, the biggest obstacle is the packaging problems and the low standard of manufacturing 
process that effect in the less attractive products and to the aspect of unhealthy products as well. 
+ Corresponding author 
The development of high quality regional small and medium food industry by OVOP approach is 
basically the population empowerment that they can more independently develop their business and 
their economic lives. To accelerate the development of high quality regional small and medium food 
industry by OVOP approach, assistancelsupervising by expert group is needed. 
The study intends to: 
Identify the main problem in the cluster of food SMEs in Kota Batu, East Java Province, and 
make the solutions. 
2. Shindanshi System 
2.1. Definition 
Shindanshi System or Diagnosis System, an activity to give consultations service or direct 
assistance activity, is initially developed in Japan. Japan itself has successfully applied this system in 
small and medium industry. 
In the application of this assistance system for small and medium industry in Indonesia, The 
Department of Industry has learned from Japan. Then, it was determined in the Rules of the Minister 
of Industry on consultation service development for small and medium industry (171M- 
IND/PER/6/2006) authorized in June 27,2006. 
Diagnosis Consultants or Shindanshi are coordinated in Small-Medium Industry Direct Assistance 
Unit (Unit Pendampingan Langsung Industri Kecil MenengaW UPL-IKM) as an organization needed 
either in central government, or in regional government under the Department of Industry and Trade 
offices in province to give assistance in analyzing and diagnosing problems for small-medium industry 
particularly in management, quality, capital, technology, human resources, marketing, etc. 
UPL-IKM consists of: 
Central UPL as a working unit, responsible directly to General Director of small-medium industry 
that functions to direct, to coordinate, to administrate and to monitor regional UPL-IKM 
activity. 
Regional UPL a working unit responsible directly to Office Chief who manages industrial sector 
in province, regency, or city that functions to coordinate, to administrate and to give direct 
assistance to small-medium industry. 
The Roles of UPL-IKM are: 
As a facilitator to facilitate small-medium industry in relation with information source, capital 
source, etc. 
As a communicator to inform things that the industry need. 
As a motivator to increase entrepreneurship motivation to small- medium industry company. 
As a dynamist to increase the works of small-medium industry. 
As an innovator to give new thoughtslideas and inspirations to small-medium industry. 
As a consultant to give assistance and direction to small-medium industry company to solve the 
problems and to develop the business. 
2.2. Diagnosis Scope 
Diagnosis scope analyzed by Shindan consist of, 
SWOT analysis (Strength, Weakness, Opportunity, Threats): is an analysis used to know how big 
the Strength, Weakness, Opportunity, Threat for the small-medium industry is and the results are used 
as a base to give a strategic advice in developing the company. The SWOT analysis is mostly about 
the technology used, capital, human resources' skill, business chance, materials, etc. 
The 5 S analysis (Seiri, Seiton, Seiso, Seiketsu, Shitsuke) or (Tidiness, Orderliness, Cleanliness, 
Standardization, Discipline): is an analysis used to know how far the activity and productivity of the 
small-medium industry company in producing is by 5 K, for example, analyzing the tidiness and the 
orderliness in saving documents, analyzing the neatness and care of the work place, analyzing the 
obedience of the workers to the rules of the company and to the working procedure. 
Marketing management: is an analysis used to do research of the document and the selling system 
such as: marketing route, order acceptance, business transaction, marketing policy, promotion, 
customer's visitation schedule, selling record, and marketing strategy. 
Company Operational Analysis: is an analysis used to know the workers' and the tools' condition. 
For example: workers have working time, working standard, salary capacity, subsidy (insurance, 
overtime, etc), skill, etc. Besides, production tools consist of quantity, capacity, efficiency, technology, 
care system, etc. 
Producing process analysis is to analyze producing process starting from material processing to 
the finished goods. 
For example: 
Material; consists of material's resources, saving, packaging, selling and purchasing system. 
Processing Process; consists of material distribution route, machine use, distribution finished 
goods to warehouse. 
Final production; consists of storing, packaging, distribution, brand, kosher, quality certificate. 
The analysis of layout, transportation and working environment is done to figure out the layout, 
the working environment, and the distribution control. 
The analysis of product quality is done to know the quality of a product by counting defects. For 
example cracked, shattered, etc. 
The analysis of material and purchasing control is done to figure out the material purchasing 
procedure, the supplier selection procedure and the stock control. 
The Financial analysis is used to know the financial condition and it's progress, for example: 
accountancy (financial report or financial balance). 
Recommendation and problem solving consist of: 
Sorting all problem lists based on diagnosis result. 
Determining the dominant problem which has to be solved immediately. 
Giving the advice to solve the problems. 
Problems related to the management could be done directly by the Diagnosis Consultant and for 
more specific and technical problems, they should be done by Specialist Consultant. 
3. Research Methodology 
The types of information needed are as follows: the implementation of organization and 
management aspects, business process, business problems, the priority of problem, and problem 
solving activity; the follow up activity in the problem solving, which was implemented as guidance 
and assistance by the experts; the implementation of guidance and assistance by the experts; and the 
results of guidance and assistance by the experts. 
The Methods used to gather information are: 
The gathering of primary data done through: 
The Participatory approach, conducting interviews to the key personnel at the cluster of food 
SMEs in Kota Batu, East Java Province. 
Focus Group Discussion (FGD), conducting focus group discussions which involve the 
experts, the key personnel throughout the food SME, service industry and local authorities. 
Consultative approach, conducting consultation by experts to the industry officials at the central 
or regional, related institution or agencies, and guidance/assistance. 
And, the secondary data collection conducted through a review of documentation to the existing 
documents throughout the cluster of food SMEs in Kota Batu, East Java Province. 
Problem solving in the cluster of food SMEs in Kota Batu is done using the 8-step correcting 
method. 
Sample of this study is SMEs in the cluster of food SMEs in Kota Batu which are the target of the 
Department of Industry, and the number of samples are 10 (ten) of food SMEs. 
4. Results and Discussion 
4.1. Problem Identification of Food SMEs Cluster in Kota Batu 
SWOT analysis results indicate that food SMEs have: 
Strengths: the right location in the area of raw materials, easily obtained labors, and the broad 
market segmentation. 
Weaknesses: limited capital, limited skilled human resources, limited availability of production 
land, and conventional marketing system. 
Opportunity: support policy from regional government, development of tourist areas. 
Threats: competitors who have large capital, the lack of confidence in the decertified processed 
products. 
Based on the analysis and the diagnosis, 
the identification of problems faced by the cluster of food SMEs in Stone Town are (as seen in Table 1 
through 3). 
Table 1 : The Food SMEs Problems in Aspects of Input 
(Input Problems: Capital, Raw Materials, Human Resources) 
Table 2: The Food SMEs Problems in Aspects of Process 
Process Problems: Tools, Layout, Production Process) 
Based on the three tables above, it could be determined the priority order of the problems 
faced by SMEs, ranging from the problems most commonly exist up to problems the least exist. In 
accordance to the percentage of the problems encountered, it will be described in the sequence of 
problems as follows: 
9 
10 
The Problems with Tools (80%), shown by condition: 
The less number of machinery and equipment to meet the high demand, the limited supply of 
power to operate automatic machinery, the sudden failure of power causing the damage to the 
automatic engine are conditions that some SME are not able to handle their own engine damage that 
occurs. 
Table 3: The Food SMEs Problems in Aspects of Output 
(Output Problems: Quality, Packaging, Marketing, Distribution) 
Sari Syster 
Koperasi Serba Usaha Brosem 
Total 
Percentage 
The Problems of Layout (80%), shown by condition: 
The arrangement of production space and placement of equipment are still not optimal due to the 





The Problems of Marketing (80%), shown by condition: 
The product image in the market is affected by the sale of low quality products, low prices due to 
low price of products made by competitors, unavailability of product barcode that the marketing of 
products is limited in the traditional markets (not able to penetrate the modem markets), and 










The decreasing number of apples as the main raw materials causes the price rising, the decreasing 
quality of raw materials, and the uncertain availability of supporting material. 
The Problems of Production Process (60%), shown by condition: 
The inefficient time of production process due to the manual process of some processing stages, 
and the reduction of product capacity due to the broken machine. 
The Problems of Fund (50%), shown by condition: 
Capital investment needed in adding the number of the machinery, and the access to national bank 
loan is still difficult that they have to get loan from the private bank with high rate interest. 
The Problems of Quality (50%), shown by condition: 
Laboratory testing determining the condition of nutrition and quality of production has not yet 
been conducted, the product shelf life estimation is still determined based on experience not based on 
laboratory test. 
The Problems of Distribution (SO%), shown by condition: 
The unavailability of companies own transportation fleet affects in using rental vehicles. 
The Problems of Human Resources (20%), shown by condition: 
The poor ability of workers in learning the working operational techniques affects in the long 
training, and less working motivation. 
The Problems of Packaging (lo%), shown by condition: 
There was late delivery of the cardboard packaging. 
4.2. Problems Solving 
The settlement of the problems faced by the cluster of food SMEs in Kota Batu performed at the 
stage of implementation guidance and assistance was done by implementing the eight steps methods as 
follows: 
S-1": Determining the main problem. 
Conducting coordination among the experts, the local service industry, and the food SMEs to have: 
Same perceptions of the problems faced by the food SMEs. 
Identification of the main problems that can be completed in time with limited cost. 
S-2"d: Determining the cause of problems. 
Conducting coordination among the experts, the local service industry, and the food SMEs to: 
Identify the causes of main problems. 
S-3rd: Studying the factors that affect each other. 
Conducting coordination among the experts, the local service industry, and the food SMEs to: 
Understand the factors that affect each of the main problems. 
S-4th: Determining the solution planning and targets. 
Conducting coordination among the experts, the local service industry, and the food SMEs to: 
ldentify an alternative solution of the main problems. 
Analysis of applicability, effectiveness, and efficiency of each alternative solution. 
The selection and determination of the best problem-solving alternatives for further action. 
Developing further work plans to solve the main problems of SME. 
Identifying equipment needed for the technical completion of the priority problems of SME. 
S-5'h: Executing the solution plan. 
Conducting coordination among the experts, the local service industry, and the food SMEs, and 
other stakeholders to implement the solutions of the problems faced by each food SME. 
S-6th: Checking and evaluating the results. 
Conducting coordination among the experts, the local service industry, the food SMEs, and other 
stakeholders, to evaluate and measure the results of problem solving in each food SME. 
S-7th: Setting up a standard. 
Conducting coordination among the experts, the local service industry, the food SMEs, and the 
other stakeholders to set the results of problem solving as the solution standard for the problems faced. 
S-8th: Solving the next problem. 
Conducting coordination among the experts, the local service industry, the food SMEs, and the 
other stakeholders to solve the next problems. 
The realization of the first step up to the fourth above is executed by Focus Group Discussion 
(FGD). FGD is the best technique to get the explanation of the problems and their solutions 
desperately wanted by the cluster of food SMEs in Kota Batu to be solved by priority. 
Based on the results of FGD, an action plan is set up to implement guidance and assistance in the 
problems solving. Therefore, the fifth step up to the eighth of the method mentioned above could be 
simply done. 
4.3. The Recommended Solutions 
Based on the execution of the guidance and assistance done in food SMEs cluster in Kota Batu, 
some solutions were gained to help them solve the problems. The results of guidance and assistance 
are: 
The Aspect of Fund 
The result of guidance and assistance for the aspect of fund is a set a ProfitlLoss Report (Income 
Statement) for each food SMEs in Kota Batu, with the format shown below: 
Table 4: Model of Income Statement 
The Aspects of Quality 
The result of guidance and assistance for the aspect of quality is the socialization of the standard 
quality of products produced by food SMEs in Kota Batu which is in accordance to the Standar 
Nasional Indonesia (SNI) rules issued by Badan Standarisasi Nasional (BSN). The SNI used for apple 
and other fruit-based products are: 
SNI No. 01 -4269-1996 for Jackfruit Chips Product 
SNI No. 01-4867.3-1998 for Apple Juice Product 
SNI No. 01-2986-1992 for Dodol (Apple Dodol) Product 
SNI No. 01-4295-1 996 for Jackfruit Dodol Product 
SNI No. 01 -4297-1996 for Soursop Dodol Product 
Beside the standard quality, the Food Additive Material standard in accordance to the SNI rules, 
issued by the BSN is socialized as well. In this case, the SNI Number used is 01 -0222-1995. 
The Aspects of Marketing 
The results of guidance and assistance for the aspects of marketing include two things: 
1. Establishing the food SMEs Entrepreneur Association of Kota Batu. 
2. Managing the product barcode. 
These two things mean that the food SMEs Entrepreneur would be able to enter modem market. 
The Aspects of Layout 
The result of guidance and assistance for layout aspects is used to fix the production place layouts 
of food SMEs which were not optimal before. Using the analysis of 5 S, the existing layouts were 
evaluated to know the sources of waste. If there were a waste or a waste potential, then a correction for 
the layout would be executed, and the results were the corrected layout. Evaluation was executed in 
each food SME in Kota Batu. 
The corrections of the Layout have been made to: PO. Arum Sari, PO. Delicious & SAS, UD. 
Jayadi, dan Sary Syster. Changes in each food SME are: 
PO. Arum Sari 
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Fig. 1: Existing Layout of PO Arum Sari 
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Fig. 2: Revision Layout of PO Arum Sari 
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Annotatton : 
1. Raw Matcrlal Warehouse 
2. Peellng Section 
6. s'bnlng Table 
7. Continous Sealer 
8. Cardboard Packlnp Process 
9. Finished Product Warehouse 









1. Raw Haterlal warehoure 
2. Cardboard warehoure 
3. Peeling Process 
4. Freezer 
5 ,  Vaccum Frying 
6. Splnner 
7. Sorting table 
8. Contlnous Sealer 
9. Tollet 
10. Plastic Par(ragIng process 




1. Raw Materlal warehouse 
2.  Cardboard warehoure 
3. Peellng Process 
4 .  Freezer 
5. Vaccum Frymg 
6. Splnner 
7.  Sorting table 
8. Continous Sealer 
9. Toilet 
10. Plastlc Par(ragin9 process 
11. Flnlshed Product warehoure 
12. omce 
Fig. 7: Existing Layout of PO Sary Syster Fig. 8: Revision Layout of PO Sary Syster 
Layout improvements in SMEs are an effort to increase efficiency and to optimize the production 
process in terms of: shortening the distance of the material flow, reducing the buildup of material in 
the process, facilitating the maintenance of the engine and the cleanliness of the working environment. 
5. Recommendation 
Recommendations given by the experts for food SMEs are: 
The food SME should continuously and with commitment do all the programs resulting from the 
guidance and assistance by the experts. 
Food SME should keep increasing its unity to build greater power and strength time to time. 
The food SME should actively make consultation with the stakeholders, such as The Department 
of Industry, The Department of Trade, Cooperatives and SMEs Department, or department, 
agencies, or other institutions who could help solve the problems faced by Small and Average 
Food Industry. 
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